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ABSTRACT 
This paper seeks to investigate the link between the objective regional opportunity structure (captured 
by regional data) and individuals’ engagement in different stages in the venture creation process 
(intention to start a business and engagement in nascent entrepreneurship). We further investigate 
pathways through which a favourable regional environment could affect entrepreneurial intentions and 
the propensity to be a nascent entrepreneur. We combine individual level GEM-data for Western 
Germany with regional level data from the statistical office and use multi-level analysis to test our 
hypotheses. We find support for our contention that a favourable regional opportunity structure affects 
entrepreneurial intentions and engagement. As pathways between the region and individual behaviour 
serve the individual perception of founding opportunities and the individual social capital.  
 
Keywords: Regional entrepreneurship; Nascent entrepreneurship; Social capital, Creative class theory 
 
INTRODUCTION 
 
As is true for human behavior and development in general (Bronfenbrenner, 1979), individuals’ 
entrepreneurial behavior is embedded in the wider social and spatial sphere, e.g., the regional 
opportunity structure. Likewise, entrepreneurship is often referred to be a „regional event“ (Feldman, 
2001) and there is empirical evidence suggesting that regional characteristics are important 
determinants of the entrepreneurial activity (e.g. Armington & Acs, 2002; Reynolds, 2007; Fritsch & 
Falck, 2007; Wagner & Sternberg, 2004). For example, studying demand side effects, past research 
revealed a link between income level in the region (Reynolds et al., 1995) and regional population 
growth (Acs & Armington, 2004) on the one side and regional start-up rates on the other. Such a link 
was also found for supply side effects, e.g., for the effects of innovativeness of the region (Fritsch & 
Falck, 2007) and of human capital (Sorenson & Audia, 2000). Despite the growing attention on 
regional effects in entrepreneurial research, there is no consensus which regional characteristics are 
particularly important for entrepreneurial activity (for a recent review see Sternberg, 2009). One 
possible explanation for this insufficient result is that regional determinants of entrepreneurial activity 
are to be seen as regionally specific (Sternberg & Wagner, 2005). In its extreme this argument 
devaluates cross-regional comparisons and puts the specific region of interest in the centre of the 
analysis. Another possible explanation is associated with the appropriate level of analysis. We might 
gain a better understanding about possible mechanism how regional characteristics impact 
entrepreneurial behavior by combining aggregated data at the regional level with individual level data. 
There is a small, however growing number of studies employing this approach with results (e.g. 
Bergmann & Sternberg, 2007; Mueller, 2006; Sternberg & Wagner, 2005; Tamásy, 2006) pointing to 
the relevance of regional factors in explaining individuals’ entrepreneurial engagement.
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  An often stated research need in understanding the effect of the region is the investigation 
of the pathways through which the region actually affects individual entrepreneurship. Regional 
characteristics, even shown to be of particular importance, should not be causal as such, but should 
operate via more proximal predictors that are most likely located on the personal level (e.g. Sternberg, 
2009). As past analyses, however, usually investigated correlations between regional characteristics 
and regional start-up rates, our knowledge of pathways between the region and entrepreneurial 
behavior is very limited. For example, although cross-regional analyses consistently found that the 
presence of small and young companies within a region is conducive for start-up activity (e.g. Fritsch 
& Falck, 2007; Reynolds et al., 1994), the authors only speculate regarding the “black box” between 
features of the region and individuals’ entrepreneurship. It is argued for instance that increasing 
entrepreneurial knowledge of the potential founders, a role model effect, and a manifestation of the 
entrepreneurial tradition within the region raising confidence among would be entrepreneurs could 
explain the correlation between factors of the region and individuals entrepreneurial activity (Fritsch & 
Falck, 2007). What is still missing, however, is (theory-driven) empirical evidence on such pathways 
not only to enrich our understanding how the region operates but also to provide elaborated new 
knowledge for policy conclusion. 
 Finally, past research on regional determinants of entrepreneurship neglected taking into 
account that entrepreneurship is a process, which comprises the different stages of starting a venture 
(Reynolds et al., 2005; Shane & Venkatamaran, 2000). Existing studies typically modeled the outcome 
of interest via a static “one-shot observation” (e.g., being self-employed: no/yes or having 
entrepreneurial aspirations: no/yes) (e.g. Mueller, 2006). Although a process-oriented perspective of 
venture creation has become the leading approach in understanding entrepreneurial activity (Reynolds, 
2007b), such a perspective is still largely absent in the empirical literature on regional effects. For 
example, it is not clear whether there are different effects of regional factors on individuals’ 
entrepreneurial intentions (latent entrepreneurship) and their actual engagement in founding activities 
(e.g., nascent entrepreneurship).  
 In view of these research gaps, our study seeks to investigate the link between the objective 
regional opportunity structure (captured by regional data) and individuals’ engagement in different 
stages in the venture creation process (intention to start a business and engagement in nascent 
entrepreneurship). We further investigate pathways through which a favourable regional environment 
could affect entrepreneurial intentions and the propensity to be a nascent entrepreneur. As possible 
pathways we suggest different factors on the individual level, namely the individual perception of the 
regional opportunity structure as well as individuals’ social capital. We further examine the role of 
individuals’ human capital. Finally, we investigate moderating effects of individual level variables on 
the relationship between the regional environment and individual entrepreneurship. For our empirical 
analyses we combine data at the regional level (drawn from different sources e.g., German Social 
Insurance Statistics) and data at the individual level (drawn from the German data of the Global 
Entrepreneurship Monitor (GEM)).  
The remainder of the paper is organized as follows. In the next section, our conceptual model 
of the effect of regional characteristics on individual entrepreneurship and related hypotheses are set 
out. Section 3 is dedicated to the presentation of our data and the variables used. The results of our 
empirical analysis are presented in Section 4. Section 5 discusses our findings, while Section 6 
concludes. 
 
MODEL 
 
Our theoretical model, depicted in Figure 1, combines grounded theory in the field of regional 
economics, entrepreneurship, and psychology. Drawing from regional-level and individual-level data, 
we examine pathways through which the region could impact individual entrepreneurial aspirations 
and individual entrepreneurial action. In a nutshell, we argue that a favourable regional opportunity 
structure should stimulate individual entrepreneurial mind-sets and thus individual entrepreneurial 
behavior. We further expect the effect of the region on individual entrepreneurial behavior to be even 
more pronounced when both is given, a positive environment and a positive individual mind-set. In the 
following, we will present our set of hypotheses in detail.       
Our starting point for this study is the basic expectation that a favourable regional opportunity 
structure has an impact on individual entrepreneurial activity. There are several lines of reasoning for 
this idea. First, it has been argued that specific regional conditions, such as access to infrastructure, a 
skilled labor pool (Krugman, 1991), financial capital (Sorenson & Stuart, 2001), as well as access to 
customers (Bosma et al., 2008) enhance entrepreneurial activity - an argument often related to 
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agglomeration effects. Second, there is evidence for persistence in regional start-up rates (e.g. Fritsch 
& Mueller, 2007) suggesting that regional entrepreneurial activity in itself is path dependent 
(Andersson & Koster, 2010). This view is supported by Mueller (2006) who reports that individuals 
have stronger entrepreneurial aspirations within regions with a pronounced entrepreneurial 
environment (as indicated by higher start-up rates and the presence of small and young companies). 
 
Third, in an emerging stream of literature, scholars argue that entrepreneurial activity is 
facilitated by a particular climate valuing creativity, diversity and innovation (Florida, 2002). 
Empirical analyses indeed report a positive correlation between the share of creative people in a region 
and entrepreneurial activity (even controlled for agglomeration effects) in the United States, Germany 
and other European countries (Bosma & Fritsch, 2009; Fritsch & Stuetzer, 2009; Lee et al., 2004). 
Taken the aforementioned arguments together, we argue that a favourable regional business 
opportunity structure has a positive impact on individual entrepreneurial activity. 
 
H1: A favourable regional opportunity structure will be associated with a higher propensity for 
individuals to engage in entrepreneurship. 
 
A second set of hypothesis deals with the relation of the regional entrepreneurial opportunity structure 
to the individual mind-set. Regarding the various features of an entrepreneurial mind-set we focus on 
individual opportunity recognition as well as on individual social capital.  
 Psychology stresses that one important channel through which the environment affects human 
cognitions is the subjective perception of this environment (Lazarus & Folkman, 1984; Pinquart & 
Silbereisen, 2004). Accordingly, one has to take into account subjective perceptions when studying the 
link between objective features of the region and individual functioning. We expect an objective 
favourable opportunity structure within the region to actually translate into a positive perception on the 
individual-level.   
  
H2a: A favourable regional opportunity structure is associated with perceived opportunities within the 
region. 
 
Social capital originally developed in sociology, deals in general with the embeddedness of 
individuals in social relations and the possible benefits and drawbacks associated with these relations 
(Bourdieu, 1983; Coleman, 1988; Granovetter, 1973). While there are various definitions of social 
capital in the literature (see for an overview Adler and Kwon, 2002) we follow the integrative 
approach of Nahapiet and Goshal (1998). They define social capital at the individual level “as the sum 
of the actual and potential resources embedded within, available through and derived from the network 
of relationships possessed by an individual or a social unit” (Nahapiet & Goshal, 1998, p.243). In a 
region with a favourable regional opportunity structure as indicated by high start-up rates and the 
presence of creative people it is not only the case that an individual has a higher probability to know 
creative people or people with entrepreneurial experience who could provide assistance. Moreover it is 
argued that in such regions the interaction of individuals in formalized and unformalized business 
networks can be regarded as an important asset for individuals to draw on via the promotion of 
knowledge diffusion or a general social acceptance of entrepreneurship (Audretsch & Keilbach, 2004; 
Saxenian, 1994). Thus, the following hypothesis applies: 
 
H2b: A favourable regional opportunity structure is associated with a higher level of individual social 
capital. 
 
The third set of hypothesis deals with the link between an individual’s mind-set and his or her 
entrepreneurial behavior. We argue that in this person-entrepreneurship-nexus human and social 
capital as well as the perceived regional opportunity structure are relevant personal parameters.  
 A person’s entrepreneurial activity, e.g., founding a new venture, is to be seen to be the 
extension of perceived opportunities (Shane & Venkataraman, 2000). Consequently, individuals who 
perceive more founding opportunities within the region than others should be, at least to a certain 
degree, more likely to engage in entrepreneurial activity.  
 
H3a: Perceived opportunities within the region are associated with a higher propensity for individuals 
to engage in entrepreneurship. 
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             Figure 1: Hypothesized model for the prediction of engagement in entrepreneurship
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Social capital may provide aspiring entrepreneurs with various kinds of resources needed for 
start-up. Scholars argue that family members, colleagues and friends often provide these resources, 
such as information and advice, financial capital, and trusted feedback (Renzulli & Aldrich, 2005; 
Lechner & Dowling, 2003; Shane & Cable, 2002). Furthermore, knowing entrepreneurs as well as 
having entrepreneurial parents – indicators often used to assess social capital – might trigger 
entrepreneurial engagement because of a role model effect (Krueger & Brazeal, 1994). Indeed, 
empirical studies show that having contacts to entrepreneurs substantially raises the probability to have 
itself entrepreneurial aspirations and to become a nascent entrepreneur (Davidsson & Honig, 2003; 
Arenius & Minniti, 2005). Thus, we hypothesize: 
 
H3b: A higher level of individual social capital is associated with a higher propensity for individuals 
to engage in entrepreneurship. 
 
 
Traditional human capital theory (Becker, 1964) relates employee’s human capital with 
subsequent earnings in paid employment. Later, this theory has been expanded to entrepreneurs and 
small-business owners arguing that investment in skills and knowledge pay off in terms of better 
opportunity recognition, making progress in the venture creation process, surviving, and profitability 
of the business (e.g. Arenius & De Clerck, 2005; Brüderl et al., 1992; Davidsson & Honig, 2003; 
Schultz, 1980). The core argument behind this link is that in particular prior knowledge is critical for 
learning and integrating new knowledge (Cohen & Levinthal, 1990; Hayton & Zahra, 2005) as well as 
to adapt to new situations (Weick, 1996), which is often necessary in entrepreneurship given the high 
degree of uncertainty entrepreneurs typically face. Overall empirical studies report a decent amount of 
support for the relationship between human capital and entrepreneurial activity (see for an overview 
Davidsson, 2006), while arguably indicators of entrepreneurial specific human capital such as prior 
start-up experience, work experience in small and young companies or balanced skill set provide the 
strongest results (e.g. Lazear, 2005; Mueller, 2006; Wagner, 2006). Taking together, we hypothesize:  
 
H3c: A higher level of individuals’ human capital will be associated with a higher propensity for 
individuals to engage in entrepreneurship. 
 
Our last set of hypotheses deals with conditions under which the effect of objective characteristics of 
the region on individual entrepreneurial activity should be even more pronounced. Technically 
speaking, these hypotheses refer to interactions between independent variables, so called moderator 
effects (Baron & Kenny, 1986).  
  First, we argue that personal entrepreneurial resources, namely a person’s human and social 
capital, are relevant moderators. In general, one knows that individuals utilize contextual opportunities 
differently according to their personal resources (e.g., personality or skills) (Bronfenbrenner & Morris, 
2006). It seems plausible to assume that when both comes together, a favourable environment and an 
individual that, on the basis of his or her skills, knowledge, experiences, and social networks, can make 
use of these opportunities to a greater extent, then this person should be also more likely to engage in 
entrepreneurial activity.       
 
H4a: Individuals’ social capital moderates the relationship between a favourable regional opportunity 
structure and the propensity for individuals to engage in entrepreneurship.  
 
H4b: Individuals’ human capital moderates the relationship between a favourable regional 
opportunity structure and the propensity for individuals to engage in entrepreneurship.  
 
Finally, we expect individuals’ risk aversion to be a relevant moderator. Risk-taking has been 
identified as one of the crucial human traits that are beneficial for entrepreneurial activity (Rauch & 
Frese, 2007), which is not surprising since entrepreneurship is about dealing with uncertainty and 
many new ventures actually fail. Individuals, however, who fear risk and failure, should refuse from 
engaging in entrepreneurial activity even if a stimulating environment is given. In other words, higher 
levels of a person’s risk aversion should buffer the stimulating effect of the region on this person’s 
entrepreneurial activity.    
 
H4c: Individuals’ risk aversion moderates the relationship between a favourable regional opportunity 
structure and the propensity for individuals to engage in entrepreneurship.  
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DATASETS AND METHODS 
 
To test our hypotheses we consider different levels of analysis at the same time, which is the 
recommended strategy to study entrepreneurship (Davidsson & Wiklund, 2001; Low & MacMillan, 
1988). More specifically, our empirical analysis combines regional-level data with individual-level 
data, thereby drawing from different data sources.  
 
Individual-level data 
 
Individual-level data in the paper are from the Global Entrepreneurship Monitor (GEM) project 
from the year 2009 in Germany (Brixy et al., 2010). To generate this dataset a random household 
telephone sample is drawn. Using the “last birthday” method adults between 18 and 65 are 
interviewed. The interviews are conducted via telephone by a professional survey vendor using a 
standardized questionnaire. 
We are interested in the entrepreneurial engagement of the participating individuals, especially in 
the early stages of the entrepreneurial process. In order to capture individuals early stage 
entrepreneurial activity we use two measures, namely latent nascent entrepreneurship and nascent 
entrepreneurship that follow GEM concepts (Reynolds et al., 2005). We define as latent nascent 
entrepreneur individuals who have the expectation to start, either alone or with others, a new business 
within the next three years (Brixy et al., 2008). This definition is more specific than the concept of 
latent entrepreneurship recently applied by Blanchflower et al. (2001) and Grilo & Irigoyen (2006) 
since it still captures an intention but not concrete behaviour (see also Obschonka et al., 2010). In 
comparison nascent entrepreneurs show concrete behaviour as they are actively involved in the 
creation of a new venture. Corresponding to standard GEM definition nascent entrepreneurs are 
individuals who 1) have taken some action in the past year to create a venture, 2) expects to own at 
least a share of the new firm, and 3) have not yet paid salaries and wages for more than three months 
(Reynolds et al., 2005). 
The GEM design makes it possible to estimate the likelihood of an individual being a (latent) 
nascent entrepreneur depending on a broad range of individual characteristics. We describe these 
variables, and provide descriptive statistics in Table 1. 
 
Table 1: Individual level variables 
Variable Definition Mean Sd 
Engagement in 
Entrepreneurship 
   
Latent nascent 
entrepreneur 
Dummy: 1=The participant have the expectation to start a new 
business within the next three years; 0=otherwise. 
0.13 0.34 
Nascent entrepreneur Dummy: 1=The participant is actually engaged in new venture 
creation; 0=otherwise 
0.04 0.20 
Perceived opportunities 
within the region 
   
Perceived founding 
opportunities 
Dummy: 1=The participants saw good opportunities to start-up in 
the next sixth months in the area they live; 0=otherwise 
0.27 0.44 
Social capital    
Knowing other 
entrepreneurs 
Dummy: 1=The participants knew personally someone who had 
started a business within the last two years; 0=otherwise 
0.40 0.49 
Human capital    
Perceived entrepreneurial 
skills 
Dummy: 1=Participants believed to have the knowledge, skills and 
experience required to start a new business. 
0.52 0.50 
Actual self-emplyoment Dummy: 1=Participant is actually self-employed; 0=otherwise. 0.09 0.29 
Education Participants originally reported educational attainment as well as 
academic and vocational attainment as certification levels (highest 
obtained degree). We recoded this information into years of 
schooling to obtain a more continous indicator for human capital. 
13.57 2.23 
Individual level controls     
Age Age of respondents in years. 41.65 12.59 
Gender Dummy: 1=female; 0=otherwise. 0.47 0.50 
Entrepreneurial parents Dummy: 1=Parents of the respondent are or were self-employed; 
0=otherwise. 
0.29 0.46 
Risk aversion Dummy: 1=Participants stated the fear of failure would prevent 
them from starting-up. 
0.38 0.49 
 
xxx
922
Regional-level data 
 
The individual-level data are linked with data characterizing the regional environment of the 
respondents. Regional-level data are drawn from various sources and are at the district level (NUTS3; 
Kreise). The most important source is the German Social Insurance Statistics as described in Fritsch 
and Brixy (2004) covering all employers and employees who are subject to obligatory social insurance. 
Using the establishment file of this official database allows capturing start-ups at the regional level. 
Additionally, information about employees’ occupation is available. Note, that in this database start-
ups are only taken into account if they employed at least one person that is subject to compulsory 
social insurance. This operationalization of start-up activity deviates from GEM concepts such as Total 
Entrepreneurship Activity and arguably underestimates the level of entrepreneurial activity, because of 
the exclusion of entrepreneurs without employees and its focus on latter of the entrepreneurial process. 
However, we use this data source, because of its complete coverage providing us with a sufficient 
number of observations in all districts.  
Other sources of regional level data are the Federal Statistical Office, the Regional Accounts 
of the German states and the Federal Office for Building and Regional Planning. An overview of the 
regional data used its definitions and descriptive statistics are shown in Table 2. In addition, Figure 1 
illustrates the spatial distribution of the objective opportunity structure across West Germany.  
The use of different data sources comes at the expense that not all variables relate to the same 
year. We are fully aware of the drawbacks related to having different time-lags between independent 
and dependent variables and take this into consideration when discussing our results. Furthermore and 
due to recent changes in the structure of districts we suffer from missing data on many regional 
characteristics in large parts of East Germany. Thus we rely in this description and in our statistical 
analysis exclusively on data of West Germany.  
 
Table 2: Regional level variables 
Variable Definition Mean Sd Coefficient 
of variation 
Objective regional 
opportunity structure 
    
GDP growth Growth of the Gross Domestic Product per capital 
between 2000 and 2007 in percent. Source: Federal 
Statistical Office in percent. 
17.43 9.23 52.91 
Start-up rate Number of start-ups per 1,000 employees in the year 
2004. Source: Social Insurance Statistics 
7.49 1.99 26.62 
Share of creative class Share of employees in creative occupations in the 
year 2004 in percent. We adopt Florida’s (2002) 
definition of creative occupations. See for list of 
these occupations Boschma and Fritsch (2009). 
Source: Social Insurance Statistics. 
37.60 5.90 15.69 
Regional Controls     
Population size Population of the region in the year 2008. Source: 
Federal Statistical Office 
201,047 175,531 87.31 
Population density Number of inhabitants per square meter in the year 
2008. 
568.71 694.46 122.11 
Settlement structure Classification of German districts according to their 
density and their spatial status. Categorical variable 
ranging from 1 (agglomeration are with at least 
100,000 inhabitants) to 9 (rural areas with a 
population density less than 150 inhabitants per 
square kilometre. Source: Federal office for Building 
and Regional Planning. 
5.08 2.52 49.57 
Unemployment rate Share of persons of the population in the year 2008. 
Source: Federal Statistical Office in percent.  
2.93 1.31 44.60 
 
 
RESULTS 
Descriptive Results 
 
Table 1 and 2 present descriptive statistics for all variables included in this study. As can be seen, 
latent entrepreneurs and even more nascent entrepreneurs are a rare phenomenon, as they have 
prevalence rates of 13% and 4%. Interestingly enough, the latent nascent entrepreneur state and the 
nascent entrepreneur state are correlated (ranging from r = .13 to r = .26) with knowing other 
entrepreneurs and perceived founding opportunities in the region. Looking at the correlations between 
regional level data and individual level data we find only one indicator of the objective regional 
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opportunity structure, namely the share of creative class, to be positively correlated with individuals 
perceived founding opportunities (r = .12) and individuals social capital (r = .05). Thus, there is some 
first support for our contention of individuals perceived founding opportunities and social capital being 
pathways through which the regional environment impacts individual entrepreneurial activity. 
 
 
Regression Analysis and Results 
 
Our dataset combines individual data for participants of the GEM survey and regional data for districts 
suggesting the use of multilevel analysis methods. To be consistent with literature we will refer to 
individual level data as level-1 data and to regional level data as level-2 data (Goldstein, 2003). Since 
our dependent variables (e.g. being a latent nascent entrepreneur or not) are dichotomous in nature, we 
apply a random-effects model for binary responses allowing intercepts to vary across regions. This can 
be formalized at the level 1 as 
^ ` ijpj
ij
ij
rpredictorsLevellog  ¸¸¹
·
¨¨©
§
 11 0 EES
S
, 
where at level 2 ^ ` pj upredictorsLevel  201000 JJE . 
Thereby ijS  denotes the probability of individual i to be a latent nascent entrepreneur in a 
region j, 00J  is the mean of the intercepts across regions (often denoted as ‘constant’), 01J  are level-2 
regression coefficients, pE  are level-1 regression coefficients. The random part of the equation is 
represented by the combination of ijr  and ju . 
Our objective is to examine possible pathways, namely opportunity recognition and social 
capital (level-1 variables), through which regional characteristics (level-2 variables) affect individual 
entrepreneurial engagement. Because techniques and software for multilevel analysis are still evolving, 
we do not apply a hard mediation test for our hypotheses. Instead we employ a three-step strategy. 
First, we estimate the direct effect of regional opportunity structure at individual entrepreneurial 
engagement (Hypothesis 1) without considering explanatory variables at level-1. In a second step we 
examine the influence of regional opportunity structure at the individual opportunity recognition and 
individual social capital (Hypothesis 2a and 2b), both level-1 variables. If a pathway between a 
favourable regional opportunity structure and individual entrepreneurial mind-set exist, regional 
characteristics should have an impact on these two variables. Third, we estimate a full model including 
all level-1 and level-2 explanatory variables. We expect regional characteristics (level-2 variables) to 
become insignificant, while opportunity recognition and social capital (level-1 variables) are strong 
predictors explaining entrepreneurial activity. Fourth and finally, we test for moderating effects of the 
entrepreneurial mind-set of an individual on the relationship between a favourable regional opportunity 
structure and individual entrepreneurial engagement. Note that all continuous variables were centered 
and standardized before entering the regressions.  
Our analysis first examines the direct impact of regional opportunity structure (level-2 
variables) on individual entrepreneurial engagement (level-1 variables) (Table 3). Model 1 uses the 
probability to be a latent nascent entrepreneur as dependent variable, while Model 2 focuses on the 
probability being a nascent entrepreneur. The results indicate that the share of creative people within a 
region is significantly related to entrepreneurial engagement (p < .01 for latent nascent 
entrepreneurship but not to nascent entrepreneurship (n.s.). However, the coefficients of the other two 
indicators of a regional opportunity structure were not significant predictors of individual’s 
entrepreneurial engagement. Taken together, our Hypothesis 1, stating that regional characteristics are 
associated with individual entrepreneurial engagement is partially supported.   
In the second step of the analysis we turn to the relation of regional opportunity structure on 
individual’s perception of opportunities (Model 1 in Table 4) and individual’s social capital (Model 2 
in Table 4). Note, that in both regressions we do control only for a basic set of individual 
characteristics such as age, gender and having entrepreneurial parents, since we are primarily 
interested in the effects of the regional environment. We can see in Model 1 that two out of three 
regional predictors, start-up rate (p < .05) and share of creative class (p < .01) exhibit positive 
influences that individuals know other entrepreneurs. Concerning individual’s probability to perceive 
good founding opportunities (Model 2) this relation holds true for the share of creative class though at 
lower levels of significance. The coefficient of GDP growth - the third indicator of a favourable 
regional opportunity structure – is in both models not statistically significant. Nevertheless, the results 
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allow us to acknowledge the hypothesis that a favourable opportunity structure within a region is 
associated with individual opportunity recognition (Hypothesis 2a), as well as with a higher level of 
individual social capital (Hypothesis 2b) to be supported. 
The third step of the analysis contains the estimation of all level-1 and level-2 variables. If an 
individual’s social capital and opportunity recognition are possible pathways through which a 
favourable regional opportunity structure affects individual entrepreneurial activity, the coefficients of 
their respective indicators should be significant, while the coefficients of regional opportunity structure 
might turn insignificant. Table 5 displays the results of these regressions on the dependent variables 
latent nascent entrepreneur status (Model 1) and nascent entrepreneur status (Model 2). In both 
regressions individual opportunity recognition (p < .01) and knowing other entrepreneurs (p < .01) are 
significantly related to entrepreneurial activity, supporting the respective Hypothesis 3a and 3b. 
Additionally, we test Hypothesis 3c, stating a higher level of individuals’ human capital is associated 
with a higher propensity for individuals to engage in entrepreneurship. Concerning latent nascent 
entrepreneurship (Model 1), only the coefficient of perceived entrepreneurial skills (p < .01) has the 
expected sign. Other than expected, individual’s education is insignificant and actual self-employment 
(p < .05) is negatively related to individual’s probability being a latent nascent entrepreneur. However, 
in Model 2 perceived entrepreneurial skills (p < .01) as well as individual’s actual self-employment (p 
< .05) are positively related to the probability of a participant to be a nascent entrepreneur. Taken 
together, we conclude Hypothesis 3c to be partially supported. 
The fourth and final step of our analysis contains a test of the moderating effect of individual 
social capital (Hypothesis 4a), individual human capital (Hypothesis 4b) and risk aversion (Hypothesis 
4c) on the relationship between regional opportunity structure and individual entrepreneurial 
engagement. Following the recommendations of Aiken and West (1991), we use z-standardized 
variables to compute the respective interaction terms. The results concerning the latent 
entrepreneurship status and the nascent entrepreneurship status are displayed in Table 6, respectively. 
With regard to latent nascent entrepreneurship status (Model 1), only the interaction term between 
knowing other entrepreneurs and the regional start-up rate (p < .1) is significant. This supports 
Hypothesis 4a stating that the individual social capital moderates the relationship between the 
objective regional opportunity structure and individual entrepreneurial engagement.  
Turning to the regressions on the probability to become a nascent entrepreneur we find the 
interaction terms between actual self-employment and creative class (p < .05) to be significant 
supporting Hypothesis 4b. Since the coefficients of the interaction terms between risk aversion and the 
indicators of the objective regional opportunity structure are statistically not significant we are forced 
to reject Hypothesis 4c. 
 
DISCUSSION 
 
In this study we examined effects of the region on individuals’ latent and manifest entrepreneurship 
and further investigate the “black box” between the region and individual entrepreneurial behaviour by 
focusing on indirect effects and moderators. In sum, our hypothesized model received some support. 
One has to consider, however, that our data are correlated in nature, thus any premature interpretations 
in terms of cause and effect should be avoided until our findings are replicated in more causal studies. 
In the following we discuss the most important findings of our study and then proceed with an 
overview over limitations and a final conclusion.  
First and most important, our results are in line with the notion that a favourable regional 
environment is linked with individual entrepreneurial engagement. The region indeed seems to matters 
for individual entrepreneurship (Sternberg, 2009). This effect however seems to “wash out” over the 
entrepreneurial process since we find regional characteristics to be directly linked with latent 
entrepreneurship and indirectly linked with nascent entrepreneurship. It seems that the more concrete 
individuals’ engagement in entrepreneurship is, the lesser extent their decision depends on the regional 
context. This result is in line with previous findings. For example, Mueller (2006) found the impact of 
regional characteristics (e.g. regional start-up rates) to depend on the threshold of entrepreneurial 
intentions used. Tamásy’s (2006) analysis revealed that the regional context, operationalized as 
regional dummy variables, is a significant predictor of individual opportunity recognition, but only 
weakly explains the likelihood to be a nascent entrepreneur and is not related to the future economic 
success of newly founded firms. 
Second, compared to other indicators of a favourable regional opportunity structure, our 
analysis points to the importance of the share of creative class (Florida, 2002) within a region. This 
result concurs with a new stream of research that reports positive correlations at the regional level 
between the share of creative class and start-up rates (Lee et al., 2004; Boschma & Fritsch, 2007; 
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Fritsch & Stuetzer, 2009). Our study, however, goes one step beyond these regional level findings 
since we link the creative class with entrepreneurial engagement at the individual level. 
Moreover, we examined the path through which a stimulating region could affect individuals’ 
entrepreneurship, a research question long neglected in entrepreneurship research. In this respect, and 
this is the third important result of our study, we find that a favourable regional environment, and 
especially supply side factors such as a high start-up rate and high share of creative people within a 
region, had an effect on the individual perception of this opportunity structure and on individuals’ 
social capital, which in turn both had predicted individual entrepreneurial activity. Although our data 
are correlated in nature, the overall story of our study may read as follows: The share of the creative 
class within the region promotes a person’s entrepreneurship because it stimulates network ties and 
also the perception of founding opportunities. The fresh knowledge the creative class creates within a 
region could operate as an incubator on the regional level by promoting innovations as well as the 
perception and co-creation of opportunities. Today, entrepreneurship is about creativity, 
innovativeness, networks, and risk-taking, particularly in the new knowledge-based societies emerging 
around the globe (Audretsch, 2007). A specific creative and proactive atmosphere within a region, as 
indicated by a higher share of the creative class, might be a crucial facilitator for entrepreneurial 
activity.   
Finally, our study also takes into account possible person-environment-interactions. It has 
been argued that entrepreneurship can only be understood accurately when taking such interplay into 
account (Reynolds, 2001). We expected that a stimulating region affects individuals’ entrepreneurship 
differently, depending on the individual entrepreneurial mindset. In line with this assumption, we find 
that the effect of the regional start-up rate on individual latent entrepreneurship was moderated by a 
person’s social capital. In other words, when both comes together, a region with a high regional start-
up rate and an individual possessing social capital then the intention to engage in entrepreneurship is 
more pronounced. We find the same interaction pattern for the share of creative class within a region 
and an individual’s human capital in the prediction of entrepreneurial behaviour (nascent 
entrepreneurship).     
 
CONCLUSION 
 
As emphasized by Schumpeter (1934), one of the fathers of entrepreneurship research, if one wants to 
understand the phenomenon of entrepreneurship one should acknowledge the central role of the 
individual entrepreneur. While past entrepreneurship research on stimulating regional characteristics 
neglected to study the individual, this study demonstrates the benefits of combining regional-level 
variables and individual-level variables. Although our study delivers promising results, the “black box” 
between the region and the individual entrepreneurship is far from being fully understood. We thus call 
for more research in this field, preferably using multi-level data. 
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Table 3:  
Objective regional characteristics and individual engagement in entrepreneurship 
 
Dependent variable: Individual engagement in 
entrepreneurship 
Model I: Being a latent 
nascent entrepreneur
Model II: Being a nascent 
entrepreneur 
 ȕ Odds ratio ȕ Odds 
Objective regional opportunity structure   
GDP growth 0.026 1.026 -0.013 0.987 
Start-up rate -0.047 0.954 0.014 1.014 
Share of creative class 0.301 *** 1.351 0.227 1.254 
Regional Controls   
Population size 0.098 1.103 -0.136 0.873 
Population density -0.205 * 0.815 -0.050 0.952 
Settlement structure -0.025 0.975 -0.035 0.965 
Unemployment rate -0.050 0.951 0.053 1.054 
Intercept -1.955 *** -3.154 ***  
Wald Chi2 21.05 *** 13.07 *  
AIC 2235.417 1070.135  
Cases 2992 2992  
Cases with missing data 77 0  
N 2915 2992  
a Multilevel logistic regression;  *** (**,*) denote a significance level of 1% (5%, 10%) 
 
Table 4:  
Objective regional characteristics and individual mind-set 
 
Dependent variable: Individual mind-set 
Model I: Opportunity 
perception 
Model II: Social capital 
 ȕ Odds ratio ȕ Odds 
iObjective regional opportunity structure   
GDP growth 0.030 1.031 0.060 1.060 
Start-up rate 0.137 ** 1.147 0.070 1.072 
Share of creative class 0.325 *** 1.384 0.145 ** 1.156 
Regional Controls   
Size 0.016 1.017 -0.041 0.960 
Population density 0.029 1.029 0.028 1.028 
Settlement structure -0.073 0.930 0.014 1.014 
Unemployment rate -0.212 *** 0.809 0.018 1.018 
Individual level controls   
Age -0.121 *** 0.886 -0.129 *** 0.879 
Gender -0.487 *** 0.615 -0.537 *** 0.585 
Entrepreneurial parents 0.412 *** 1.510 0.531 *** 1.700 
Intercept -0.936 *** -0.336 ***  
Wald Chi2 104.55 108.726  
AIC 2796.329 3891.971  
Cases 2992 2992  
Cases with missing data 571 29  
N 2471 2963  
a Multilevel logistic regression;  *** (**,*) denote a significance level of 1% (5%, 10%) 
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Table 5:  
Objective regional characteristics, individual mind-sets, and individual engagement in 
entrepreneurship 
 
Dependent variable: Individual engagement in entrepreneurship 
Model I: Being a latent nascent 
entrepreneur 
Model II: Being a nascent 
entrepreneur 
 ȕ Odds ratio ȕ Odds 
Objective regional opportunity structure   
GDP growth 0.091 1.095 -0.018 0.982 
Start-up rate -0.065 0.937 -0.072 0.931 
Share of creative class 0.236 * 1.266 0.022 1.022 
Regional Controls   
Population Size 0.097 1.102 -0.220 0.802 
Population density -0.168 0.845 0.045 1.046 
Settlement structure 0.068 1.071 0.053 1.055 
Unemployment rate -0.024 0.976 0.154 1.167 
Perceived opportunities within the region   
Perceived founding opportunities 1.170 *** 3.222 1.031 *** 2.804 
Social capital   
Knowing other entrepreneurs 0.967 *** 2.630 0.799 *** 2.223 
Human capital   
Perceived entrepreneurial skills 1.603 *** 4.970 2.259 *** 9.578 
Actual self-employment -0.453 ** 0.636 0.636 ** 1.889 
Education -0.064 0.938 0.004 1.004 
Individual level controls   
Age -0.380 *** 0.684 -0.272 ** 0.762 
Gender -0.298 ** 0.742 0.359 ** 1.432 
Entrepreneurial parents -0.106 0.899 0.313 1.367 
Intercept -3.777 *** -6.249 ***  
Wald Chi2 241.147 *** 82.789 ***  
AIC 1368.272 710.885  
Cases 2992 2992  
Cases with missing data 861 837  
N 2131 2155  
a Multilevel logistic regression;  *** (**,*) denote a significance level of 1% (5%, 10%) 
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Table 6:  
Interaction effects between regional characteristics and individual mind-sets 
 
Dependent variable: Individual engagement in 
entrepreneurship 
Model I: Being a latent 
nascent entrepreneur 
Model II: Being a nascent 
entrepreneur 
 ȕ Odds ȕ Odds 
Objective regional opportunity structure  
GDP growth 0.215 1.240 0.160 1.174
Start-up rate -0.186 0.831 -0.682 0.501
Share of creative class 0.119 1.126 0.376 1.457
Regional Controls  
Size 0.092 1.097 -0.199 0.820
Population density -0.148 0.863 -0.045 0.986
Settlement structure 0.039 1.040 0.007 1.001
Unemployment rate -0.024 0.976 0.202 1.223
Perceived opportunities within the region  
Perceived founding opportunities 1.082 *** 2.951 0.903 *** 2.466
Social capital  
Knowing other entrepreneurs 0.977 *** 2.656 0.774 *** 2.169
Human capital  
Perceived entrepreneurial skills 1.602 *** 4.962 2.730 *** 15.34
Actual self-employment -0.483 ** 0.617 0.465 1.592
Education -0.091 0.913 0.005 1.005
Individual level controls  
Age -0.389 *** 0.678 -0.296 ** 0.746
Gender -0.231 0.793 0.424 * 1.528
Entrepreneurial parents -0.137 0.872 0.268 1.301
Fear of failure -0.684 *** 0.505 -0.908 *** 0.403
Interactions  
Knowing other entrepreneurs x GDP growth -0.098 0.892 -0.433 0.649
Knowing other entrepreneurs x Start-up rate 0.321 * 1.379 0.048 1.049
Knowing other entrepreneurs x Share creative class 0.217 1.243 0.090 1.094
Perceived entrepreneurial skills x GDP growth -0.098 0.907 0.003 1.000
Perceived entrepreneurial skills x Start-up rate -0.035 0.965 0.582 1.789
Perceived entrepreneurial skills x Share creative class -0.051 0.950 -0.700 0.496
Actual self-employment x GDP growth -0.129 0.879 0.004 1.004
Actual self-employment x Start-up rate -0.380 0.684 0.189 1.208
Actual self-employment x Share creative class -0.244 0.783 0.782 ** 2.187
Education x GDP growth -0.004 0.996 -0.087 0.917
Education x Start-up rate 0.054 1.056 0.053 1.054
Education x Share creative class 0.016 1.016 -0.022 0.978
Fear of failure x GDP growth 0.148 1.159 0.498 1.646
Fear of failure x Start-up rate -0.017 0.984 -0.248 0.781
Fear of failure x Share creative class 0.192 1.212 0.369 1.447
Intercept -3.587 *** -6.525 *** 
Wald Chi2 246.724 *** 86.984 *** 
AIC 1359.957 710.885 
Cases 2992 2992 
Cases with missing data 884 837 
N 2108 2155 
Multi-level logistic regression;  *** (**,*) denote a significance level of 1% (5%, 10%) 
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